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[Murray verses City of Charleston, 96 U.S. 432 (1877)] 
- and - 
“Corpus Juris Secundum” 


“..when the United States [or the State of Arizona] enters into commercial 
business it abandons its sovereign capacity and is treated like any other 


corporation...’ 


[91 Corpus Juris Secundum (C.J.S.), United States, §4 (2003)]. 





"What, then, is meant by the doctrine that contracts are made with reference to 
the taxing power resident in the State, and in subordination to it? Is it meant 
that when a person lends money to a State, or to a municipal division of the 
State having the power of taxation, there is in the contract a tacit reservation 
of a right in the debtor to raise contributions out of the money promised to be 
paid before payment? That cannot be, because if it could, the contract (in the 
language of Alexander Hamilton) would ‘involve two contradictory things: 
an obligation to do, and a right not to do; an obligation to pay a certain sum, 
and a right to retain it in the shape of a tax. It is against the rules, both of 
law and of reason, to admit by implication in the construction of a contract a 
principle which goes in destruction of it.' The truth is, States and cities, when 
they borrow money and contract to repay it with interest, are not acting as 
sovereignties. They come down to the level of ordinary individuals. Their 
contracts have the same meaning as that of similar contracts between private 
persons. Hence, instead of there being in the undertaking of a State or city to 
pay, a reservation of a sovereign right to withhold payment, the contract 
should be regarded as an assurance that such a right will not be exercised. A 
promise to pay, with a reserved right to deny or change the effect of the 


promise, is an absurdity." 
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“Is, then, property, which consists in the promise of a State, or of a 
municipality of a State, beyond the reach of taxation? We do not affirm that it 
is. A State may undoubtedly tax any of its creditors within its jurisdiction for 
the debt due to him, and regulate the amount of the tax by the rate of interest 
the debt bears, if its promise be left unchanged. A tax thus laid impairs no 
obligation assumed. It leaves the contract untouched. But until payment of the 
debt or interest has been made, as stipulated, we think no act of State 
sovereignty can work an exoneration from what has been promised to the 
[446] creditor; namely, payment to him, without a violation of the 
Constitution. 'The true rule of every case of property founded on contract 
with the government is this: It must first be reduced into possession, and then 
it will become subject, in common with other similar property, to the right of 
the government to raise contributions upon it. It may be said that the 
government may fulfill this principle by paying the interest with one hand, 
and taking back the amount of the tax with the other. But to this the answer 
is, that, to comply truly with the rule, the tax must be upon all the money of 
the community, not upon the particular portion of it, which is paid to the 
public creditors, and it ought besides to be so regulated as not to include a 
lien of the tax upon the fund. The creditor should be no otherwise acted 
upon than as every other possessor of money; and, consequently, the money 
he receives from the public can then only be a fit subject of taxation when it 
is entirely separated' (from the contract), 'and thrown undistinguished into 
the common mass.' 3 Hamilton, Works, 514 et seg. Thus only can contracts 
with the State be allowed to have the same meaning as all other similar 
contracts have. “ 


[Murray verses City of Charleston, 96 U.S. 432 (1877)]. 
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